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1 Very Goo d 



2 Good 



3 Neutral 



4 Marginal 



5 Weak 
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Company 


Payment 
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Risk 
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Quaiity 














1 Very Good 


1 Low 


1 Low 


1 Very Good 


1 $1-5000 


2 Good 


2 Minimal 


2 Minimal 


2 Good 


2 $5001 -15,000 


3 Neutral 


3 Moderate 


3 Moderate 


3 Neutral 


3 $15,001 - 50,000 


4 Marginal 


4 High 


4 High 


4 Marginal 


4 $50,001 - 100,000 


5 Weak 






5 Weak 


5 > 3100,0001 
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5A2 
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2A1 
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BAl 
BA2 
C3 L 
C32 
CCt 
DC 1 
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4 A3 
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2A3 
!A3 
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DC 2 
DDI 
EE I 
FT I 
GGi 
HHl 



Marginal j 
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CS 3 

CC3 

DC3 

DD2 

EE2 

FF2 

GG2 

HK2 

IR2 

2R2 

NL 

NO 
ERI 
£R2 
ER3 
ER4 
ER5 
ERd 
ER7 
ER3 
ERN 
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5A4 

4A4 

3A4 

2A4 

IA4 

3 A4 

334 

CB4 

CC4 

DC4 

DD3 

DD4 

EE3 

EE4 

FF3 

FF4 

GC3 

GG4 

HH3 

KH4 

IR3 

IR4 

2R3 

2R4 



PA 



Payment 
Qua //ft/ 



1 Very Good 



2 Good 



3 Neutral 

4 Margina l 

5 Weak 




Internal Historical 
Payment 

1 Very Good 


Current 

Aging, 




Trade EM _ 
C/ea/a/?ce 


Paydex ' 

f*)a(tv* co indus{pj av*f age 

1 < 10 days slower 


1 AJI other 


1 < 10 days slow 


2 Good 


2 >ZS% >3Q days p/d 


2 11-30 days slower 


2 10^20 days slow 


3 Neutral 


3 >1Q% >S0 days p/d 


3 > 30 days or score unavailable 


3 21-30 days slow 


4 Marginal 






4 31-35 days slow 


5 Weak 






5 > 36 days slow or PFC 



SVL 



Company Rating 



L 



I V«f5 Go o4 1 t« - 



4 MmjImI, 

5 V*i* 



Cm*. 



T*2t_ 

102*' 



U36 

1*80 
4« 
»I_ 

JS2I 
1704 

tin 

JU_ 
554 " 
S3 



4 Mm 9 «u1 



Create a statistical sample 
of the possible hypothetical 
cases 

- Expert supplies his 
opinion or diagnosis 



S 



Used as input to 
machine learning 
technique 



w 1 




jj Evidence Modeling 3 



C omp& nyKatlnq 




Evidence matrix as so oat es an evidence 
value wrth each risk element \raiue 
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Cumulative evidence for an exanpte defines 
goodness of top node 
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Evidence Combination Rules 




e-e, 4.6,(1 - a,) 


if e, >- 0 and e 2 >-0 


e-e, ♦ e^d + ej) 


if e, <- 0 and e 2 <-0 


e-0 


if e, £j - -1 


e-ie^ej/ll.nirKJe.LIejO! 


Otherwise 



7 



Evidence values range from 1 (good) to -1 (bad) 



MIN 
MAX*" 



_0.5678 



-0.51 39- -0.3S94 -0.9542 -0.9979 



0 5673 -0 5333 0.9194 -0.9685 



0.577781 O.SZJ91. O.SC942 0 36137 



Thresholds indicate breaks among top 
node evidence values 



StdOev I 



Scate factor 
Merit | 



F/(r. 9 



?2- 



V(=2 ccrnpiny a ting) 

1 (very good) 

2 (50 od) 

3 (neutral) 

4 (margin aj) 

5 (weak) 
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Campac? Ride 




Assigned Haust Lint S Amount 
G V* " 



TNW - Tangle Met WdRh 



—If TNW & wr. are not avaiiabfa 

is furred Hota<3 L/10 



^WC a ^eraj* Hw;« Credit — --^from 0 i3 or 

HC * High Credit — " New Yari< C^t Oaup 
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Figure 7 



Financial Risk 
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Exposure 




Financtat 
Risk 


Comin*nts 




j Very Good* ~~ 


I SI-5O30 




1 Low 


Crsdrt o(t%<i*n thought tft-iv 
Jticwi oi th* comodny f 




2 _Grcd_ 


_2 S 50<]1 .JJjflQO 




2^ Minimal 








4 5S3jC<31 - !00^a<l 




3 Jtaderrte 

d" Hgfr""" 






5 LWtnown 


S > SlflO.OOat 








S Weak 
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Figure 8 




The approach identifies values that are 
outside the logic developed for the 
majority of cases. 

In all cases they were changed one "bin" 
value to conform. Changes were 
confirmed by experts. 



Changed (rom7?^)_ 



fl> 



Tjrp * O f C« mp any 
•TjrpsC 

•Sole propria tarsiup 

/Partnership 
•TypeS 

jike 

• Unknown ** 



Industry Trend Risk 
(SIC Co4«) 
•Law 

•Modex sis 

•High 



COMPANY RISK 



Moderate 







L«£*i Issue* 


Years In Bi*siness 




• No Lie is Jixigfasenti 


•> 3 Yean 




cr SuU 


•> 1 r«r&< 3 Year* 




•t-:«as. fodgstneats 


•< 1 y«« 




or Suits 






*{*S T*e 



Reputation 

Of Malta seme»t 

l^U^~ ^ 



•«500Ut;.000 
•SU.OOI.iO.OOO 

■s^o.ooc-Loc.aoo 
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Description: Test Case 4 

Inputs 

$ Weighted 12 month Avij mmMSMSBj 
(ntcritat Payment Trend 

SalesWortfnt; Capital fc^J^tglgitl 

Quick lUtm HaH8Bftflb!iJ| 

Current Ratio fiEBESSES 

Protit.iliility JEEBHH2 

Sales MEWf^B 

EBITDA/Stitas ^IsflMtajl 

Agency Bating pgjj*E?sra^^ 

Exposure y»itf^MTAjp 

Type of Company Mj ^ a RfltjaSi 

tndustty Trend lailaffiMhB 

Yeais in Business tfcjfc&gsMH 

Lena! Issues kiWfll'^ffP?! 

Reputation of Management ^frffi ZlEi 
Quality of Financial Statement febtflftfflg-fffjj 

Aije of Statement p^ ^jBBSl 

Funded Deht'EBITDA MMi I MM 

Fixed Charge Coverage m&mwm&& 

Interest Chan;e Coverage mJEES 

Current Aging BEE^SS 

oaa Paydcx ysAtfelijESS 

Trade EDI Clearance '^BAhMtfJSfi 



Company Hating || 

Wet Worth H 

Worktm; Capital || 

Avg. High Credit g 

High Credit f3 
Interna! High OatVit f| 

Base Credit Line H 

Multiplier || 

House Line P 



3^4 



3^9 



GS Capita] ComnwrcfaJ S«rvtc*s 





GE Capital Commercial Service 
House Una 

The Overafl Company Racing of: 
was based orr 
An Agency Rating of. 
A Financial Risk oft 



An "exposure of 

A Com P anyR isk at 

~ X~P aym" e nT Qual it/ of 

The Financial Risk aft 



Test Case 4 

Marginal 

Marginal 

> 5100*0001 
M cider a te _ 
"Goacf_ ' 

High 



Was based on* 
A Financial Performance of: 

A/t &P0SUf6_0f:_ _ 

The Company Risk ot 

Was based on: 

A Typ e oY C cwti p any ot 
An industry Trend of 

Years tn Business at 

Legafissues ct 

A Reputation of management of. 

The Payment Quality of. 

Was based on: ^ 

" An I nternal Tiiston ca t* P ay m ant 'ot _ 
A Current Agtng of: 
A0&8 Faydexof. 



Marginal 

> 5100.0001 [ 

Moderate 

'Type"C~ " 

Low 
_»3 

" NoTiensT Judgements or Suits 
t Checkered 



I 



Good 



^ Ail other 

' ^ 1*30 days slower (or Unknown) 



A Trade EDI of. 



The internal Historical Payment at 



10-20 days stow 



Good 



Was based on. 

A Weighted Monthly Average ot " 
A Payment Trend off 



1 1-20 days slow 
" 24 % to *2*% (or unknown) 



The Finacial Performance af 
Was basedjjn: _ 
™ u l 1 4^ Ffnj n c faj §ta i em erft o f. 
A Financial Strength of. 
An Age of Statement of 



The Financial Strength of 
was based on: 



A Cash Flow Risk of 
A .Profitability Risk of 
A Working Capital Risk of 
"a Trends Risk of ' 
A funded DsooHSfTA of 



The Cash Flow Risk of 
Was based on: 



An interest Charge Coverage of. 
A Fixed Charge Coverage of 

Thi'pToitaolltty Risk of 
Was based on: 

A ROS of. 

A ROA of 

An SSlTA/Safes Ratio ot 



The Working Capitai Rtsk of) 
Was based on: 



Neural 

Qnq7jai"nJ"dAudite~d 
Very Goad 
- "J^jTionJhs 

Very Good' 

High 
Medium 
Medium 
_3 : _S_ 

Low 

"Middle 50% 
> 1.5 

"High 

J*op_25% 

Middle 50% "" 
jwiddle 50% 

Medium" 



_ A Safes/yvortang Capital Ratio of; 
"A*Current Ratio off ~ 



Middle 50% 
Mlddjs JQ% 
"Bottom 25%" 



The Trends Risk ot 



Medium 



Was based on: 
_A*P rofU3bility*ot_ 
A Sales of" 



Maintaining 
' >T5% 



